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Highlights" 


1977 1976 

Operations tt oS ($000) ($000) 
Operatingrevenues......... 1,870,325 1,499,137 
Operating income ...... . 142,761 134,932 
Netiicome....... . a 86,183 79,635 


Funds provided from operations 131,744 127,161 
Dividends declared 


Preferred shares ......... 7,786 — 9,960 
Commonshares.......... 37,922 31,414 
Netincome per common share 
Seco S$ 201 $ 1.92 
Fullydiluted. ........ 18s 1.79 
Dividends declared, per com- 
monshae |... 7 at 85% 
_ Gas transmission plant 3 ($000) —=_ ($000) 
Gross plant......... oo 1,720,910 1,637,789 
Gas delivered for sales — 
and transportation 


(millions of cubic feet) 


Annual volume ...._........... 1,170,343 1,127,982 


1977 Revenue Dollar 


Source — Distribution 


2.1% Retained Earnings 
~ 1 2.4% Dividends 

f Financial Charges 
Depreciation and Taxes 


Operations, Maintenance 
and Compressor Fuel 


Other 1.8% 


U.S. Gas Sales | 
Transmission by Others 


Cost of Gas Sold, 
Gathering Charges and 

| Acquisition Costs 
Canadian Gas Sales | 


Report to Shareholders 


In 1977 TransCanada PipeLines’ net income reached its 
most satisfactory level in 19 years of operation. These 
favorable results were mainly due to abnormally cold 
weather last winter and to emergency sales to the United 
States. 

The financial highlights of 1977 included 
— anincrease in net income to $86,183,000, up from 

$79,635,000 in 1976. 

— new record revenues of $1 ,870,325,000, reflecting the 
higher prices that followed the increased field costs of 
natural gas. 

— anincrease in earnings from Great Lakes Gas 
Transmission Company, to $9,411,000, up from 
$8,329,000 in 1976. 

— anincrease in earnings per common share to $2.01 
compared to $1.92 in 1976, after an 8.1% increase in 
the average number of outstanding common shares. 

— anincrease in the annual rate of dividends per 
common share from 95¢ payable at the 
commencement of 1977 to $1.03 commencing in 
January 1978, the maximum permitted by the 
Anti-Inflation Board. 

While the 1977 operating results are gratifying to your 
Directors, it must be pointed out that the unusual 
circumstances experienced during the year countered 
the effects of the levelling of natural gas sales in many 
areas of Canada. The rate of annual growth in new sales 
has declined, in spite of the availability of additional 
volumes of natural gas under long-term contracts. 

High costs of energy in Canada have resulted in 
conservation measures being adopted in many 
industries. The introduction of the commodity value or 
market value concept of marketing natural gas in 
Canada has caused regulated naturalgaspricesto | 
increase faster than the price of competitive fuels. This, 
coupled with excess refining capacity in central Canada, 
has placed gas at price levels which are not competitive 
with other fuels in many industrial markets. 

On January 1, 1977, the Toronto city gate or wholesale 
price of natural gas was $1.505 per MMBtu. On August 1, 
1977 the Toronto city gate price of natural gas increased 
to $1.68 per MMBtu. On February 1, 1978, the price 
increased again to $1.85 per MMBtu. 

Under the retail selling prices resulting from these 
price increases, existing Canadian energy markets are 
not presently absorbing the volumes of western 
Canadian gas available from producers. If this situation 
continues for an extended period, exploration activity 
could be reduced. 

The increase in the gas supply of western Canada 
since 1975 as aresult of increased drilling and 
exploration activity has been considerable. While more 
development drilling is required to delineate new 
discoveries, it now appears that reserves in traditional 
producing areas will support domestic markets and 


current export contracts for natural gas until at least 1985. 


It is important that exploration and development 
efforts be continued at a high level to provide the 
required future oil and gas supplies from western 
Canada. As a major purchaser of natural gas for use 
outside Alberta, TransCanada PipeLines is actively 
endeavouring to ease the problems being encountered 
by Canadian gas producers because of the current gas 
surplus. During 1977 TransCanada purchased 
additional Alberta natural gas reserves for delivery 
commencing no later than 1980. TransCanada has also 
made application to the Energy Resources 
Conservation Board of Alberta to increase the volumes 
of gas it may remove from the Province of Alberta by 7.4 
Tcfto atotal of 31.1 Tcf. 

TransCanadais exploring, with several United States 
pipeline and distribution companies, the possibility of 
predeliveries under existing gas export contracts, or 
exchange arrangements under which additional 
exported Canadian gas would be replaced by Alaskan 
gas at alater date. An improvementin the short-term 
natural gas supply situation in the United States as a 
result of increased drilling, improved industrial 
conservation of natural gas, and conversion to other 
fuels by industry, and delays in domestic United States 
pricing policy decisions have delayed negotiations of 
new arrangements. 

TransCanada PipeLines has undertaken a study in 
depth of the additional markets for natural gas in the 
Province of Quebec, and will file an application shortly 
seeking approval of the eastward expansion of its 
pipeline facilities. At the present time natural gas service 
is available in the province in areas which contain over 
50% of the population and nearly 60% of Quebec’s 
industry. An expansion eastward to Quebec City would 
make natural gas available to nearly 60% of the 
population. 

In 1977 TransCanada paid producers for about 7 Bcf 
of gas which it was unable to take into its system. In 1978 
itis anticipated that there may be a material increase in 
the volumes paid for but not taken. However, your 
management believes it will be possible to take delivery 
of all such gas within the time period provided in the gas 
purchase contracts. 


In July, 1977, the National Energy Board 
recommended to the Canadian Government that no 
pipeline be constructed at the present time in the 
Mackenzie Valley. Instead, the Board recommended that 
the Foothills (Yukon) project for an express 48-inch line 
from Alaska through the Yukon and generally along 
existing highway routes in northern British Columbia 
and Alberta, be built to transport natural gas from Alaska 
to the ‘‘lower 48” United States. A modification of the 
National Energy Board recommendation was 
incorporated in an agreement between the 
Governments of Canada and the United States late in 
1977. In February, 1978, the National Energy Board 


indicated a preference for 56-inch diameter pipe with an 
operating pressure of 1080 psi. The Canadian 
Parliament also commenced consideration of the 
Northern Pipeline Actin February, 1978. The Foothills 
(Yukon) project envisages that Mackenzie Delta and 
Beaufort Sea reserves be attached, if economically 
feasible, to the express line in the future. In August, 1977, 
TransCanada agreed in principle to participate in the 
Foothills (Yukon) project, and to acquire 20% of the 
equity of Foothills Pipe Lines (Yukon) Ltd., the sponsor 
of the project. 

The Company is continuing its discussions with 
Foothills Pipe Lines (Yukon) Ltd. in connection with its 
proposed participation in the Foothills (Yukon) project. 

On December 21, 1977, the Polar Gas project, which is 
managed by your Company, filed with the National 
Energy Board the initial sections of an application to 
construct a pipeline from the Arctic Islands to southern 
Canada. Further drilling to increase the natural gas 
reserves available to this project is continuing during 
early 1978. 

In December, 1977, the National Energy Board 
conditionally approved the construction by Tenneco 
LNG Inc. of aLiquefied Natural Gas (LNG) regasification 
plant at Saint John, New Brunswick, to receive deliveries 
of LNG from Algeria. As part of the overall project, 
TransCanada PipeLines (New Brunswick) Limited, a 
wholly-owned subsidiary of your Company, plans to 
construct in 1981 a 66-mile 36-inch diameter pipeline 
from the regasification plant to a connecting United 


Sree J.W. Kerr, Chairman and Chief Executive 


Officer, G. W. Woods, President and J. M. 
Cameron, Executive Vice President 


States pipeline on the Maine/ New Brunswick border. 
This projectis still subject to further approval by the 
Department of Energy of the United States, and is also 
now subjectto cancellation by Algeria, the supplier of 
the LNG. 

Studies were continued of a possible future 
TransCanada project to transport Arctic Islands 
reserves, which are too small to justify pipeline 
construction, by LNG icebreaker carriers to the Quebec 
City area. Results of these studies continue to be 
encouraging. 

Because of the encouraging results of recent 
exploration activities in Alberta, the application of 
conservation measures and the sluggish performance of 
the Canadian economy, the need for the attachment of 
frontier gas reserves is not as immediate as it appeared a 
year ago. However, there is a limit to the total volume of 
gas which will be ultimately found surplus to the needs of 
Alberta, and it is therefore imperative that efforts be 
maintained to ensure that gas will be available from’ 
frontier sources when itis required. Long lead times are 
associated with all frontier projects and there must be 
continued efforts to attach these reserves to markets in 
the south. 

During 1977 your Company continued to improve the 
efficiency and safety of its system and its ability to 
respond to emergency conditions. Over 600 
construction projects were involved in the 1977 
program. These included the completion of retesting of 
the original 30-inch line between Toronto and Winnipeg, 


and requalification of over 100 miles of 20-inch line 
between Toronto and Montreal as well as the 
construction of 57 miles of 42-inch line to complete the 
third loopline from Burstall to Winnipeg. Original pipe 
was also replaced with thicker-wall pipe in several areas, 
because of an increase in population density. 

In 1978, reflecting the slowdown in growth of natural 
gas markets serviced by the Company, itis presently 
estimated that direct capital costs in expanding and 
improving the Company’s system will be approximately 
$40,000,000. 

In September of 1977 TransCanada sold $75,000,000 
of 9.60% Sinking Fund Debentures Series G, due 1997. 
Atthe present time itis not anticipated that there will be 
any major long term financing requirements by the 
Company in 1978. 

During the year the Company continued to participate 
in research programs connected with high impact 
welding. The electronic pig developed by the Company 
was used on the Company’s system and on several other 
gas and oil transmission systems. 

TransCanada also continued a study to electrolyse 
water in Manitoba for the production of large volumes of 
hydrogen for blending into the natural gas stream and 
other purposes. Heavy water would be produced as a 
by-product of this electrolysis. 

A number of engineering assignments were 
undertaken in Europe by the Company’s engineering 
subsidiary, International PipeLine Engineering Limited. 
These projects, awarded in competitive bidding in Great 
Britain, Denmark and Hungary, reflected the Company’s 
growing international reputation for technological 
expertise in the operation of anatural gas transmission 
system, in compressor station design and in computer 
application to pipeline operations. 

In February 1978 the Company suffered a serious loss 
when A. Deane Nesbitt passed away. Mr. Nesbitt will be 
greatly missed by the Board of Directors. 

Following the Annual Meeting of Shareholders in April 
of 1977, an internal realignment of management 
organization was Carried out to reflect the Company’s 
increased activity in Alberta and the increased emphasis 
which must be given to marketing and system operating 
efficiency. Details of this realignment will be found in the 
section entitled “Organization.” 

The abilities and skills of TransCanada employees 
continued to be a great strength in the Company. During 
a period of unexpected changes and many challenges, 
their loyalty, their dedicated efforts and their sound 
judgement have been important ingredients in the 
continued progress of the Company. The Directors take 
this opportunity of extending sincere thanks to all the 
men and women of the Company. 


On behalf of the Board, 


Chairman and Chief Executive Officer 
March 7, 1978 


The Directors and employees of TransCanada 
PipeLines were deeply saddened by the tragic death 
of A. Deane Nesbitt in late February, 1978, following a 
skiing accident. Deane Nesbitt’s contribution to 
Canada asa fighter pilot and senior officer of the 
R.C.A.F. during World War II, and his contributions 
during the years that followed at national, provincial 
and community levels, will always be an inspiration to 
his fellow Canadians. Mr. Nesbitt had been amember 
of TransCanada’s Board of Directors since 1954. In 
addition to being the Company's leading financial 
advisor, Mr. Nesbitt was instrumental in raising the 
large amounts of capital required in the nineteen 
years of continuous expansion of the Company’s 
facilities which followed the completion of the initial 
pipeline system. He also was a financial witness on 
behalf of the Company at several major regulatory 
hearings, and served on several committees of the 
Board of Directors over his 24-year term as a Director. 
Deane Nesbitt will be greatly missed by the Company, 
and our sincere condolences are extended to his 
family. 


Year in Review 


In 1977 the operations of TransCanada PipeLines 
included 

— transmission of natural gas to distributors serving 
over 112 million customers; 

— payment of $1,544,472,000 to more than 300 natural 
gas producers; 

— payment of $39,519,000 to nearly 500 contractors for 
the performance of construction and service 
contracts; 

— payment of $55,185,000 to more than 1,400 suppliers 
for materials and equipment; 

— payment of $36,097,000 in wages, salaries and 
employee benefits; 

— payment of $10,300,000 in municipal taxes to nearly 
200 municipalities in Saskatchewan, Manitoba, 
Ontario and Quebec, and $5,897,000 in federal and 
provincial sales and capital taxes; 

— payment of $44,863,000 in dividends to its nearly 
38,000 common and preferred shareholders 


Gas Supply 


Over 80% of Canada’s proven gas reserves are located 
in the provinces of Alberta and British Columbia. Nearly 
all natural gas being delivered from the TransCanada 
system to Canadian and United States markets comes 
from Alberta. In addition to these reserves in the nation’s 
traditional producing areas, reserves of natural gas 
have been discovered in the Mackenzie Delta region 
and in the Arctic Islands. TransCanada has been a 
leading participant in groups studying methods of 
attaching these frontier reserves to southern markets. 


Alberta Reserves 

Since November 1, 1975, the price which TransCanada 
PipeLines pays producers for gas and the price 
TransCanada PipeLines charges gas distribution 
companies for gas have been established by aseries o7 
agreements reached between the Governments of 
Canada and Alberta. The current agreement extends to 
July 31, 1978. 

Under these agreements and related legislation the 
price TransCanada PipeLines has been authorized to 
pay producers has increased dramatically. In 1975 the 
average price paid by the Company was 53.9 cents per 
MMBtu. In 1977 the average price was $1.30 per MMBtu. 

The high level of exploration activity experienced in 
1976 continued in Alberta during 1977. New discoveries 
and net appreciation of established gas reserves again 
exceeded the long term growth rate of 2.6 Tcf. 


1977 Purchases 
During 1977 the Company completed contract 
negotiations commenced in 1976, including significant 


Welders complete tie-in welds on 
new pipeline construction in 1977 near 
Orillia, Ontario 
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purchases in the Limestone and Elmworth Fields. Initial 
delivery of this gas will commence at various dates 
extending to 1980. The Company also initiated during 
1977 agas purchasing program for firm deliveries of gas 
to commence in 1980. 

As aresult of such purchases and appreciation of 
reserves under existing contracts, the Company’s 
reserves under contract increased by 4.4 trillion cubic 
feet. During 1977 production under the Company’s 
contracts was about 1.3 trillion cubic feet. At December 
31, 1977 the proved remaining marketable reserves 
committed to the Company were about 28 trillion cubic 
feet, an increase from 25 trillion cubic feet at the end of 
1976. 


Prepaid Gas 

The Company paid for approximately seven billion cubic 
feet of gas, delivery of which was not taken during the 
contract year ending October 31, 1977. The deferment of 
production is permitted under the terms of the gas 
purchase contracts and the volumes will be received in 
future years, at which time the prepaid amounts will be 
recovered. 

The Company’s gas supply position is such thatit will 
pay for but defer taking delivery of additional volumes of 
gas in 1978. The Company is confident that it will 
ultimately take delivery of all prepaid gas in the time 
periods provided under the terms of its purchase 
contracts. 


Alberta Permit 

The Company currently holds a permit authorizing it to 
remove from Alberta 12.4 trillion cubic feet between 
January 1, 1978 and the permit’s expiry date of October 
31,1994. 

In August, 1977 the Company applied to the Alberta 
Energy Resources Conservation Board (AERCB) to 
increase the volume authorized for removal by 7.4 trillion 
cubic feet and to extend the removal period to October 
31, 2000. Public hearings on this application were 
conducted by the AERCB in January, 1978 anda 
decision is pending. The Company’s application was 
supported by 35 out of 36 intervenors. 


Alaskan and Mackenzie Delta Reserves 
In early July, 1977 the National Energy Board denied the 
application of Canadian Arctic Gas to connect Alaska 
and Mackenzie Delta natural gas reserves to southern 
markets by constructing a pipeline in the Mackenzie 
River Valley. Instead, the Board recommended the 
construction of a direct line through Canada from Alaska 
along the general route of the Alcan Highway (the Alaska 
Highway project) to enable the connection of Alaskan 
reserves to the United States’ markets. Provision was 
also made whereby Mackenzie Delta reserves might be 
attached ata later date by aconnecting pipeline along 
the Dempster Highway in the Yukon Territory. 
Subsequently, in August, 1977 TransCanada agreed 
in principle to participate in the Alaska Highway pipeline 
project. Under that proposed agreement, TransCanada 
would acquire 20% of the equity of Foothills Pipe Lines 
(Yukon) Ltd., the sponsor of the Alaska Highway project, 


as well as 49% equity ownership in a 160-mile pipeline 
being planned by Foothills Pipe Lines (Saskatchewan), 
which would be constructed and operated by 
TransCanada. TransCanada would also agree to 
participate in studies of the proposed Dempster Highway 
line and to acquire up to 49% of the equity involved. 

In September, 1977 the Governments of Canada and 
the United States signed an agreement governing the 
future construction and operation of the Alaska pipeline. 
In addition to modifying the route, the question of the size 
and operating pressure of the line was left for later 
decision. In February, 1978 the National Energy Board 
indicated its preference for 56-inch diameter pipe with 
an operating pressure of 1080 psi. Legislative action to 
approve the pipeline and provide for its construction and 
operation was commenced by the Canadian Parliament 
in February, 1978. Negotiations are continuing bower 
TransCanada and the sponsors of the project. 

The operations of Canadian Arctic Gas Pipeline 
Limited were substantially wound up by the end of 1977. 


Arctic Islands Reserves 

Throughout 1977, TransCanada continued to give 
leadership and support to the Polar Gas Project. In 
December, the initial sections of applications were filed 
by Polar Gas Limited with the National Energy Board and 
the Department of Indian Affairs and Northern 
Development for the necessary approvals to construct 
and operate a natural gas pipeline from Melville Island in 
the High Arctic to an interconnection with the 
TransCanada system at Longlac, Ontario. 

These applications were sponsored by Trang@aneae 
acting as Project Manager for Polar Gas and by three 
other participants in the Polar Gas Project — Panarctic 
Oils Ltd., Ontario Energy Corporation and Tenneco Oil 
of Canada Limited. 

The applications by Polar Gas propose a 2,338 mile 
pipeline system capable of receiving 2.1 billion cubic feet 
of natural gas per day. Polar Gas has filed detailed 
information on physical considerations, location of 
permanent facilities, system configurations and 
capabilities, facilities design, connecting facilities, 
construction plan and operation and maintenance plans 
for review. Environmental and socio-economic data will 
be filed by Polar Gas with regulatory authorities during 
the early part of 1978. 

The Polar Gas pipeline will be a substantial project 
engineered in Canada. A 42-inch diameter natural gas 
pipeline is proposed to transport the significant gas 
reserves of the Arctic Islands to southern markets. 
Consultants to Polar Gas estimate that the reserves to 
date total approximately 11 trillion cubic feet of natural 
gas. Polar Gas is confident that the potential of the Arctic 
Islands is much larger than the 15 to 20 trillion cubic feet 
needed to support a minimum pipeline system. 

The Polar Gas pipeline proposal could ensure that 
essential new frontier energy reserves are made 
available to Canadians as demand for more natural gas 
grows through the 1980’s. Besides meeting the 
deficiency forecast by the National Energy Board, the 
Polar Gas pipeline could help to reduce Canada’s 
dependence on foreign energy sources and provide 


significant net benefits to the Canadian economy. Major 
Capital expenditures would be required, and revenues 
generated from the development of this vital resource 
would have avery positive effect on Canada’s overall 
economic well-being. In addition, the connection of the 
Arctic Islands reserves with the TransCanada system 
would provide long term assurance of additional 
supplies that would be available to markets served by 
TransCanada. 


Marketing 


Canadian Sales 

Total sales by the Company to its domestic customers 
increased from 808 Bcf in 1976 to 819 Bcfin 1977. Aswill 
be noted in the table entitled “Annual Gas Sales and 
Transportation” most individual Canadian distributors 
experienced little or no growth. This slow rate of market 
growth reflected not only the conservation of energy in 
residential and industrial use, but also the 
slower-than-normal growth of the national economy. 
The slower rate of growth was particularly evidentin 
industrial sales, where prospective new sales were lost 
to imported coal, Canadian lignite and residual fuel oil in 
areas where regulated retail natural gas prices were not 
competitive. 


Export Sales 

Because of severe weather conditions in the United 
States — some areas recording the coldest weather in 
200 years — export sales increased substantially from 
264 Bcf in 1976 to 292 Bcf in 1977. This increase was 
entirely due to exports of emergency supplies of gas 
commencing in January and ending in March. The 
exports were made with the assistance of Canadian 
distribution companies and the utilization of storage 
fields in southern Ontario. A total of 31.9 Bcf of 
emergency exports were made. Without emergency 
exports the total volumes of export sales in 1977 would 
have been slightly less than in 1976. 


Top. Electronic pig being inserted in 
a pipeline during re-rating program near 
Thunder Bay, Ontario 


Centre. Artist’s drawing of alaybarge for 
use in channels between Canadian Arctic 
Islands for construction of the proposed 
Polar Gas pipeline 

Bottom. Archaeologists excavating an 
ancient Inuit campsite near the proposed 
Polar Gas pipeline route 
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Future Growth 

The Company has offered and continues to offer new 
long-term contracts to its Canadian customers and is 
considering an expansion of its pipeline facilities into 
Quebec to enable the further penetration of natural gas 
into the Quebec energy markets. Minimal growth in 
domestic natural gas sales can be expected as long as 
low-priced heavy oil is available in industrial markets. 


Swaps 

The Company is presently negotiating with certain U.S. 
companies with respect to the possibility of swapping 
gas. Under arrangements contemplated, surplus gas 
from Alberta could be made available for delivery to the 
U.S. in the near future, using existing facilities, with 
equivalent volumes returned to the Company at a later 
date when required. 


Rate Regulation 
TransCanada applied to the NEB in March 1978 for 


rates to become effective August 1, 1978 to recover 


operating cost increases, and to recover normalized 
income taxes in respect of the Company’s utility income. 


The price that the Company pays to its natural gas 
producers is determined by regulation. Generally 
speaking itis the amount remaining after the Company’s 
approved cost of service, including the costs in Alberta, 
has been deducted from the revenues received by the 
Company from selling gas at prescribed prices. 

Several proceedings have been commenced before 
Alberta regulatory authorities with respect to appropriate 
costs of service in the Province: 

— aninquiry into the principles and methods which 
should apply to the determination of the Alberta cost © 
of service conducted by the Alberta Public Utilities 
Board concluded in the fall of 1977. 

— the hearing of an appeal by certain Alberta gas 
producers as to the reasonableness of Alberta Gas 
Trunk Line’s charges with respect to income taxes 
and depreciation rates recently beganbeforethe 
Public Utilities Board. T 

— an appeal to the Alberta Public Utilities Board 
scheduled for hearing in June 1978 with respect to 
Alberta Gas Trunk Line’s rate of return. 

— an appeal to the Alberta Public Utilities Board with 
respect to the inclusion in the Alberta cost of service of 
the carrying costs of the payments made for gas 
which will not be delivered until some future date. 


42-inch diameter pipe being installed neg 
Portage la Prairie, completing TransCanada 
fourth line across western Canad 


Gas delivered for sales 
and transportation 


Billions of cubic feet 


Canadian 


Annual Canadian sales 
by category 
Billions of cubic feet 


Residential 


Commercial 


Industrial 


Where the gas was sold in 1977 


Percentage of volume sales 


Saskatchewan 1.7 
Manitoba | §.2 


Ontario 


Quebec 


Export 
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Maximum day gas delivered 
for sales and transportation 


Millions of cubic feet 


Average sales rate 
Canadian sales 


Dollars per Mcf 


Engineering and Operations 


During 1977 the Company expended $88,075,000 on 
additions and modifications to gas transmission plant. 
This program of additions and modifications further 
increased the throughput capacity, provided additional 
fuel savings and improved the security of the pipeline. — 

Thirty-five miles of 42-inch diameter third loopline in 
Saskatchewan, and 22 miles of 42-inch diameter third 
loopline in Manitoba were constructed and placed in 
service. This construction completes the fourth pipeline 
from the Alberta/ Saskatchewan border to Winnipeg, 
Manitoba. Twenty-two miles of 24-inch diameter loopline 
between Toronto and Montreal were constructed in the 
first quarter of 1977 completing asecond line between 
Toronto and Montreal. In September, 0.3 miles of 
12%4-inch diameter loopline of the Canadian portion of 
the St. Mary’s River crossing was constructed near Sault 
Ste. Marie, Ontario. | 

The ongoing program of replacing existing pipe with 
thicker wall pipe required to meet regulatory and design 
codes where the population density has increased was 
continued across the system and included 4.0 miles in 
the City of North Bay, Ontario. The Company completed 
in 1977 the program of sandblasting and hydrostatically 
testing the original 30-inch diameter pipeline between 
Winnipeg and Toronto. 

Between Toronto and Montreal a further 117 miles of 
the 20-inch diameter original pipeline were requalified to 
operate atits original pressure by hydrostatic testing and 
sandblasting. 

TransCanada’s emphasis on gas conservation within 
its own transmission system was continued in 1977. 
Regular tests and inspections were carried out on all 
compressor units, together with modifications to 
existing plant, and changes in operating procedures 
resulted in the equipment operating at optimum 
efficiency. 

Continuing the program to improve the thermal 
efficiency of gas turbine units, one additional heat 
exchanger (regenerator) was replaced with amore 
efficient unit at Compressor Station 30, Rapid City, 
Manitoba. 

The continuing use of mobile gas transfer 
compressors reduced the amount of gas that would 
have been vented to atmosphere when the pipeline was 
removed from operation for new construction, pipe 
replacement, rerating or requalification purposes, or 
maintenance. 


1978 Program 

During 1978 the Company plans to construct 12 miles of 
30-inch diameter second loopline in Ontario, previously 
approved by the National Energy Board. 

To meet regulatory and code requirements for 
operation at an increased pressure, nine miles of 30-inch 
diameter original pipeline and four miles of 36-inch 
diameter first loopline between Winnipeg and Toronto 
will be replaced. In addition, two miles of 24-inch 
diameter original line in Ontario will be replaced to meet 
regulatory and code requirements resulting from an 


increase in population density. 

The requalification of 90 miles of 20-inch diameter 
original pipeline planned for 1978 will complete this 
program between Toronto and Montreal. Itis also 
planned to requalify 36.5 miles of the 12%-inch original 
Ottawa extension. 

Planned additions, modifications and maintenance of 
existing gas transmission plant will be carried out to 
further enhance the existing high standards of operating 
efficiency and gas conservation. 


New Brunswick Project 


Tenneco LNG Inc., wholly-owned subsidiary of Tenneco 
Inc. of Houston, Texas, proposes to import liquefied 
natural gas (LNG) by an eight-tanker service from 
Algeria to a proposed regasification terminal at Saint 
John, New Brunswick. TransCanada PipeLines (New 
Brunswick), a wholly-owned subsidiary of the Company, 
proposes to build a 66-mile 36-inch pipeline at a cost of 
approximately $70,000,000 from the regasification 
terminal to the Maine/ New Brunswick border. At the 
Maine border the gas will be delivered by TransCanada 
(New Brunswick) to Tenneco Atlantic Pipeline Company 
(TAPCO), awholly-owned subsidiary of Tenneco Inc. 
Operations of the total project are planned to commence 
in late 1981 and continue for a period of approximately 
20 years. 

In December, 1977 the National Energy Board 
conditionally approved the application by TransCanada 
PipeLines (New Brunswick) for the construction in 1981 
of its proposed pipeline. The Board’s decision also 
granted conditional approval for the construction of the 
regasification terminal by Lorneterm LNG Limited and 
the import and export of the gas by Tenneco LNG Inc. 

In the United States the TAPCO application received 
initial conditional approval in November, 1977 from an 
Administrative Law Judge of the Federal Energy 
Regulatory Commission (FERC). The American 
Department of Energy (DOE), which includes the FERC, 
conducted a hearing in early January, 1978 on federal 
governmental policy for LNG imports dealing with broad 
policy questions concerning imported LNG. The 
Algerian gas supply contract with Tenneco LNG Inc. is 
subject to cancellation as a result of satisfactory 
decisions not having been received by the end of 1977. 
The construction of the total project still depends, 
therefore, upon satisfactory approvals being received 
from American regulatory authorities within time limits 
acceptable to the supplier. 


Top. Pipe replacement at North Bay, Ontario 
in early winter 1977 

Bottom: A feeder gas line being installed to 
provide pressure to move an electronic pig 
through newly installed pipe 
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Research 


High Impact Welding 

The Company continued its participation in a joint 
project to develop asystem of welding large-diameter 
high-grade steel pipe, by the use of explosives. When 
successfully applied, this system will be of particular 
interest to pipeline-operating companies, including oil 
lines and northern pipelines, because it reduces the cost 
of the joining operation and permits an appreciable 
extension of the construction season. 


Hydrogen/Heavy Water 

The Company is also taking part in research into the 
economics of the production of hydrogen and heavy 
water utilizing surplus hydro-electric power. Hydrogen 
would be available as asupplementto TransCanada’s 
gas stream and would be available for special 
applications, such as ammonia production..|mproved 
second-generation hydrogen cells and the new 
processes being developed for heavy water may make 
electrolysis an economic future method of producing 
both materials. 


LNG 
TransCanada is continuing studies into the future role of 
the LNG icebreaking carriers in the Arctic to move 
natural gas from fields where a pipeline may not be 
feasible. 

LNG carriers operating from King Christian Island to 
Quebec City may be an economic mode of supplying 
eastern markets with gas by the middle 1980’s. 


Electronic Pig 

The Company’s electronic pig is continuing to prove its 
usefulness in the inspection of pipelines. The electronic 
pig program is being extended by the application of 
computer analyses to assist in the interpretation of 
results. 


Solar Energy 
The Company is participating in a Solar Energy 
Utilization Study in Ontario. 


International PipeLine Engineering Limited 


International PipeLine Engineering Limited (IPEL) isa 
wholly-owned subsidiary of TransCanada PipeLines 
and is engaged in the business of providing engineering 
services to owners, operators, governmental agencies 
and others in the pipeline industry in Canada and 
abroad. In western Canada, contracts involve the 
electronic inspection survey of pipeline facilities. 

In addition, IPELis currently providing consulting 
services for Denmark. In Hungary, IPEL will instruct 
client personnel in the use, structure and features of a 
compressor station supervisory control software 
system. 


Employees 


Atthe end of 1977, 1,347 men and 207 women worked 
for TransCanada PipeLines in five Canadian provinces. 
Ontario led with 1,185 employees, followed by 
Saskatchewan with 157, Manitoba with 114, Alberta with 
87 and Quebec with 11. 

Over half of the Company’s 1,554 employees 
participated in special training programs during 1977. 

A total of 207 enrolled in supervisory and management 
courses, and 128 were in clerical courses. A further 278 
took various general and specialized technical courses. 
In preparation for metric conversion 80 secretaries and 
31 other employees took special intensive courses in this 
subject. 

A further 68 employees took advantage of the 
Company’s education refund plan. 


Shareholders 


The number of TransCanada’s common shareholders 
increased by 7.4% from 25,454 at the end of 1976 to 
27,341 at the end of 1977. During 1977 the market price 
per share varied from alow of $12.125 to a high of 
$16.625. During 1976 the market price per share varied 
from alow of $10.375 to a high of $13.375. 

The geographical breakdown of shareholders and 
shareholdings is as follows: 


No. of No. of 

Shareholders Shares 
Alberta 2,/61 1,808,905 
British Columbia 4,049 1,940,725 
Manitoba 1,246 2,266,609 
New Brunswick 376 164,174 
Newfoundland 43 27,097 
Nova Scotia 718 581,007 
Ontario 11,602 23,787,769 
Prince Edward Island 89 48,021 
Quebec 3,123 7,738,078 
Saskatchewan 671 182,292 
Yukon 6 238 
Total Canadian 24,684 38,544,915 
United States 2,430 753,719 
Others 227 188,979 
Total Non-Resident 2,657 942,698 
Total 27,341 39,487,613 


Organization 


Arealignment of the management organization of the 
Company took place in April, 1977 to meet changing 
conditions in Alberta affairs, gas transmission functions, 
financial functions, legal and regulatory functions, and 
corporate services. 

As aresult of this realignment, existing areas of 
responsibility were redefined and several new Vice 
Presidential appointments were made. 

The following officers of the Company were either 
transferred to new areas of responsibilities, or given 
enlarged areas of responsibility: 


J. K. Archambault 
Vice President and General Counsel 


G. A. Leslie 
Vice President, Customer Relations and Planning 


C.K. Orr 

Vice President, Alberta Affairs 

R. D. Walker 

Vice President, Gas Transmission 


J.G. C. Weir 
Vice President, Corporate Services 


The following new appointments were made: 


G.C. Britton 
Vice President, Engineering and Operations - Pipeline 


B. M. Escoffery 
Vice President, Rates 


G.M. Hugh 
Vice President, Engineering and Operations - 
Compression 


G.F.Hulme 
Vice President, Gas Supply 


H.N. Nichols 
Vice President and Treasurer 


R.F. Sim 
Vice President, Personnel and Taxation 


K. G. Whiteside 
Vice President and Controller 


Top. Station 34, Portage la Prairie, 
Manitoba 


Bottom. Construction of asecond 
pipeline crossing under the St. Mary’s 
River near Sault Ste. Marie, Ontario for 
connection with Great Lakes Gas 
Transmission Company system 
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Financial Commentary 


As aresult of increased sales volumes and higher prices 
for gas during 1977, operating revenues increased by 
25% to $1,870,325,000. Operating expenses, of which 
84% is represented by the cost of gas sold, gathering 
charges and acquisition costs, increased by a 
corresponding amountin 1977. Operating income 
increased from $134,932,000 in 1976 to $142,761 ,000 in 
1977. This increase was due primarily to colder than 
normal weather in central Canada and emergency 
exports to the United States of 31.9 Bcf last winter. 

Volumes of gas delivered for sale and transportation, 
including the emergency exports, increased 42 Bcf over 
1976 to 1,170 Bcf. In addition, the Company delivered 
into Ontario storage approximately 16 Bcf for sale in 
1978. 

Consolidated net income before dividends on 
preferred shares was $86,183,000 in 1977, compared 
with $79,635,000 in 1976. Net income for 1976 has been 
restated to include the recovery in 1977 of $2,856,000 in 
losses resulting from gas measurement problems at 
Empress, Alberta. 

Basic earnings per average common share increased 
to $2.01 from $1.92. Fully diluted earnings increased to 
$1.95 from $1.79. Average common shares outstanding 
were up 8.1% to 39,028,618 as a result of conversion of 
$2.65 and $2.75 preferred shares. 

Dividends declared during the year were 97¢ per 
common share or 48.3% of basic earnings. On 
December 6, 1977 the Board of Directors increased the 
quarterly rate from 23.75€ to 25.75¢ per common share. 
This is the maximum permitted by the Anti-Inflation 
Board. Dividends on preferred shares were lower in 1977 
because of the conversion of preferred shares into 
common shares, and the operation of purchase funds. 

Total financial costs of the Company in 1977 including 
interest payments, reduction of long-term debt through 
sinking and purchase funds and dividend payments 
amounted to $182,578,000. 

During 1977 the Company deferred production of 
about 7 Bcf of gas for later delivery. Prepayments to 
producers for this volume were made on December 30 
out of funds received from the sale of promissory notes. 

The book value of the Company’s common shares at 
December 31, 1977 was $12.71 per share, up from 
$11.67 atthe end of 1976. 

In September, 1977 the Company sold $75,000,000 of 
9.60% Sinking Fund Debentures Series G, due 1997. The 
net proceeds were applied to the cost of the 1977 capital 
expenditures program. 


Gas transmission plant growth 
Millions of dollars 


Accumulated depreciation 


Net plant 


Earnings per Common Share 
Dollars 


Dividends per Share 


Common Shareholders’ 
Equity per Share at year end 


Dollars 


$1800 


1500 


: 


Distribution of net income 
Millions of dollars 


_ $90 


Preferred dividends 


Common dividends 


Retained earnings 


Debt equity ratio 
Percentage 


Equity 


Debt 


Great Lakes Gas Transmission Company 


The Company owns a fifty percent interest in Great 
Lakes Gas Transmission Company, which operates 
1,131 miles of pipeline from the international boundary 
near Emerson, Manitoba, across the States of 
Minnesota, Wisconsin and Michigan to points on the 
international border near Sault Ste. Marie and Sarnia, 
Ontario. The Great Lakes pipeline system consists of 
1,061 miles of 36-inch pipe, 11 miles of 24-inch pipe, 15 
miles of 12-inch pipe and 44 miles of 10-inch pipe anda 
total of 345,500 horsepower installed at 13 compressor 
Stations. 


1977 Operations 

The 1977 operations of Great Lakes Gas Transmission 
Company resulted in net income of $19,682,000 
compared to $19,832,000 in 1976. 

Great Lakes delivered for transportation or sale a total 
of 421 Bcf of gas of which 289 Bcf, or 69%, were 
redelivered to TransCanada PipeLines for sale in eastern 
Canada and 27 Bcf were delivered to Columbia Gas 
Transmission Corporation to assist in the energy crisis 
which was experienced by the United States early in 
1977. The balance was delivered to other customers in 
the United States. 

The average cost of gas purchased by Great Lakes 
during 1977 was $1.93 per Mcf, compared to $1.69 per 
Mcf in 1976. Great Lakes’ tariff includes a provision 
which permits recovery of increased gas costs from its 
customers. 


Construction 

The 1977 construction program amounted to 
$3,384,000. Included in this amount is approximately 
$500,000 as Great Lakes’ share of the cost of a 12-inch 
security loop of the pipeline crossing the St. Mary’s River 
at the U.S./ Canadian international boundary serving 
Sault Ste. Marie, Ontario. 

The 1978 construction program is estimated to cost 
$37,232,000 of which $17,965,000 had been expended 
to December 31, 1977. This program consists of two 
loopline projects; 31 miles of 36 inch pipeline in Michigan 
to transport natural gas for storage services being 
developed by an affiliated company estimated to cost 
$18,767,000 and 24 miles of 36 inch pipeline in 
Minnesota for the purpose of compressor fuel savings 
and security of service estimated to cost $14,843,000. 


Dividends 

During 1977 Great Lakes paid quarterly dividends 
totalling $12,000,000 and in December, 1977 an 
extraordinary dividend of $10,000,000. 


Tenth Anniversary 

September, 1977 marked the tenth anniversary of Great 
Lakes. During this period the Company delivered for 
transportation or sale 3.2 trillion cubic feet (Tcf) of 
western Canadian gas, of which 2.4 Tcf were redelivered 
to TransCanada PipeLines for sale in eastern Canada 
and the balance delivered to customers in the United 


States. 
iz 


On December 31, 1977, Mr. N. John McNeill retired as 
Chairman and Chief Executive Officer. Mr. McNeill had 
been the Chief Executive Officer of Great Lakes since its 
inception. Prior to his association with Great Lakes, Mr. 
McNeill had been Senior Vice President and General 
Counsel for TransCanada PipeLines. Mr. Robert G. Wall, 
previously Vice President, Finance, of TransCanada 
PipeLines, was appointed President and Chief Executive 
Officer of Great Lakes to succeed Mr. McNeill. 


Summary Balance Sheet 
(Thousands of United States dollars) 
Assets 1977 1976 
Plant, property and equipment........ $362,317 $359,583 
Less: accumulated depreciation....... 97,355 83,622 
264,962 275,961 
Current assets 5. is sen iced ae ee 58,182 47,087 
Deferred charges ................. 262 392 
$323,406 $323,440 
Shareholders’ Equity and Liabilities 1977 1976 
Commonystockiae a0 are ee $ 50,000 $ 50,000 
Retainedearnings................. 27,761 30,079 
First mortgage pipeline bonds ........ 162,500 177,500 
Gurrentiabilities see. aoa eee 67,972 60,284 
Deferred:creditsiz2 aan. fe eae 15,173 SO, 


$323,406 $323,440 


Summary Statement of Income 
and Retained Earnings 


(Thousands of United States dollars) 


1977 1976 
Operating revenues ............... $293,313 $261,030 
Costotgasscldeias sarin ee 168,092 151,534 
Operating expenses ............... 63,185 54,462 
Depreciationvcawcs 340s cine eee 13,640 13,226 
Income::taxes see es es Bogner 16,686 12,156 
Investment tax credit............... (1,266) (5,675) 
Interest (Net) 2 ak Bee ee oe 13,294 15,495 


273,631 241,198 


NetinCOmes; 5.5 en eee ee 19,682 19,832 
Retained earnings at beginning of year . . 30,079 36,247 
49,761 56,079 
Dividends declared ................ (22,000) (26,000) 
Retained earnings atendofyear....... $ 27,761 $ 30,079 
Delivered for transportation or sale (Bcf) . 421 ‘409 


Preparation for pulling new pipeline 
across the St. Mary’s River at Sault Ste. Marie 


Consolidated Statements 


Year ended December 31, 1977 (with comparative figures for 1976) 


Income 


Operating Revenues 
——;lt(“(“‘i‘i‘(Cé;”rr”mC~™~*”*~™~C~™O~—O™CO™COCO”COCOCOUOUCOCOCOCitéiéCtétéisiéi‘(‘(‘(CRCRO*#O*O#*:*t*C‘(CRCNCOUCOCOW#OCOw*C(‘(‘#‘CCRRC(O(NCOC(O(iCiwtiét« 


Operating Expenses 

Cost of gas sold, gathering charges and acquisitioncosts..................... 
Wanemission byothercompanies...._—«............................... 
Pesach andmaintenance....-.._—_—-«.—s«i ils“ www i ttt. 
Seas  .. ............. 
Oe —“‘“‘“‘“‘“‘“‘“‘<‘(‘(<‘<(‘“‘“<‘<‘“‘“‘“‘“‘“<‘“<‘“‘i‘“‘i‘i‘“‘( 
Jyaxes—provincialandmunicipal...................................... 


Operating income 
_ Other Income 

. Allowance for funds used during construction............................. 
_ Equity innetincome of GreatLakes Gas TransmissionCompany................ 
—— ss essa (Css ( ssi(‘i‘“‘(“;‘ ‘(RRR 


__/ Incomebeforefinancialcharges.... ee 
_ Financial Charges 
Bemeesrcilongtenndebt.....-«.=«ssi=s.=(‘(“«iwysay¥§ysans—s«s<—si‘(‘ié‘itstéssssdci“ nw 
_ Amortization of debt discount and expense less gainonpurchaseofdebt......... 
Peeee Neresiexpense ...._—s«—sa. i«anw—s—‘( ié‘ssCO!;!.CUC;t;C;”;CC*sC(“(R!RNNYSN)RSNN™NNRNN (NEN Nn 


Net SecometorheYear...—_.—«=sé‘(i‘aé‘é(.w#wtwtC;#;O#;*#*#*#*t*C*C*C(*(“(“(“#R#RN(RSCCNRNCONCNNNNNN 


= Net Income Applicable to Common Shares 
| Netincomefortheyear(above).... =... 
__ Less provision for dividends on preferredshares......................... 


_Netincomeapplicabletocommonshares................................ 


_ Netincome per Common Share 
re ———ess—“<“‘“‘“‘“ iésOOCSCsSCSCSCSCSC*rwC———— $ 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 


1977 
($000) 


1,851,644 
18,681 
1,870,325 


1,447,720 
96,181 
56,719 
65,098 
49,252 
12,594 


1,727,564 
142,761 


3,626 
9,411 
2,894 


15,931 
158,692 


70,247 
1,565 
697 


72,509 
86,183 


86,183 
7,860 


78,323 


2.01 
1.95 


TransCanada PipeLines Limited and Subsidiary Companies 


1976 
($000) 


1,482,957 
16,180 


1,499,137 


1,108,613 
95,987 
52,035 
48,508 
47,853 
11,209 


1,364,205 
134,932 


2,635 
8,329 
3,969 


14,933 
149,865 


71,706 
(1,643) 
167 


70,230 
79,635 


79,635 
10,456 


69,179 
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Consolidated Balance Sheet 


December 31, 1977 (with comparative figures at December 31, 1976) 


Assets 1977 1 976 
($000) ($000) 
Plant, Property andEquipment—atcost............... 2 1,720,910 1,637,789 
Less accumulated depreciation .. === ss 358,270 315,127 
1,362,640 1,322,662 
investmentin Great Lakes Gas Transmission Company 
—aequiy = ee 40,360 41,098 
Current Assets 
Cash and shor-terminvestments....... «=. es ii“‘ aww; LU 3,910 15,886 
Accountsreceivable = 194,444 162,238 
Materials andsupplies—atcost..................... 12,410 10,921 
Line pack and gas stored underground—atcost..........................-. 63,347 32,153 
Prepayments and deposits... =. si ti i tC 8,468 265 
282,579 221,43 - 
Deferred Charges 
Unamortized debtdiscountandexpense................................. 15,126 14,462 
Arctic pipeline projects... == 8,533 6,333 
Capitalstockexpense .......... = ———“‘“‘“‘CRENNOCOCO*C*C*™==”—UCOU™~Ci‘“(‘“eEOOCC —_ 2,474 © 
Othe... _..— i“ ws LL .r—“‘“‘(‘(‘(“‘<“‘<“‘<‘“‘<‘<(‘“‘“‘i‘i‘i‘i‘iairsSsS=~<(Owtsts §,240 6,504 
32,899 29/13 
1,718,478 1,614,996 — 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 


TransCanada PipeLines and Subsidiary Companies 


_ Shareholders’ Equity and Liabilities 
($000) ($000) 
Shareholders’ Equity 
Capital stock (Note 1) 
First preferred shares of the par value of $50.00 per share 
Authorized — 7,122,297 
Outstanding | 
— $2.80 cumulative redeemable shares 
mai(— (62,021(19/G6— 804680)...  .......  :....... st, 39,141 40,234 
— $2.75 cumulative redeemable convertible shares —series A 
g9'f --S2A/6(19/6--/0519)........ «ssi tit 1,624 3,526 
— $4.50 cumulative redeemable retractable shares — series B 
ag77- | 000000(19/6-1000000............................... 50,000 50,000 
Second preferred shares of the par value of $50.00 per share 
Authorized — 7,367,805 
Outstanding 
— $2.65 cumulative redeemable convertible shares —seriesA 
Moff 261 583(19/G- 556,016)... 13,079 27,801 
Common shares of the par value of 3314¢ per share 
Authorized — 75,000,000 
Outstanding 
§971 — 39,487 613(19/6-—38,2468.159)..... «sd ds. 13,162 12,749 
| 117,006 134,310 
OEE GUTS 263,486 249,005 
eee eanincs =. tC tt 225,131 184,656 
| 605,623 567,971 
Long-Term Debt (Per Schedule and Note2).............................. 822,299 809,701 
Current Liabilities 
Peonatermocbtduewihinone year... ...... ee 52,831 47,615 
ee 11,000 - 
Oe 193,333 158,008 
Te ee 21,355 20,512 
Oe 12,037 11,189 
290,556 237,324 
1,718,478 1,614,996 
On behalf of the Board: 


ry) 
“ 


J.W. Kerr, Director 


J.Ross Tolmie, Director 
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Consolidated Statements 


Year ended December 31, 1977 (with comparative figures for 1976) 


Contributed Surplus 


Balance albeginningofyear........,.............5....5...... .. . 
Premium oncommonsharesissued(Note1)........................-4.;7-. 
Credit resulting on redemption of preferred shares(Note1)................... 


Capital stock 


expense written off... ss 


Balanceatendofyear.  . «..... 


Retained Earnings 


Balance at beginning of year aspreviouslyreported..................... ol 
Priorperiod adjustment(Note5)...... 


Balance atbeginning of yearasrestated................................. 


Net income for the year 


Dividends declared 


Preferred 
Common 


PE A SSMU NIA TNNay Yet geet Ne ON A ean Nn ape MATa NCA RE NU Me ORE Net A a hac Nic 


Changes in Financial Position 


Source of Funds 


Funds provided from operations 
Dividends from Great Lakes Gas Transmission Company 


362 oa NAA cet Rm gg IN ic eq Pa ew TSIEN 


Ea WR eo RIN ieee esec et GS Ee imaate ces 


Net proceeds from issue of securities 


Long-term debt 
Common shares 


Use of Funds 


Additions to gas transmission plant (net) 
Arctic pipeline projects 


Reduction of 


Reduction of notes payable 
Purchase and cancellation of preferred shares 
Dividends on preferred and common shares 


Other (net) . 


> Sa SEAN Nr an ce AR eo EUS AN WE Cee UN sete, SNe NN oN Ae og Sm Went a aU Aare MLC aCe RR 


z Weeett airs: Sen aN cee SC NN a eae eco cee SE MAN sir Mean ea SE OSA an Name Ve SN SSMS NAA Gea aR Me UNC SG Veet eee UU Te Stee ace 


long-term cebt... 


PANNA eS SAANICH. TENA EEK MM OCSINIOU NCC AST ANIC AA ASSO AANA ARRAN SOK SeenON soe as ARONA A 


Increase in working capital duringtheyear............................... 


1976 


1977 
($000) ($000) 
249,005 160,692 
16,626 90170 
329 1,105 
265,960 251,976 
2,474 2,971 
263,486 249,005 
1977 1976 | 
($000) ($000) 
181,800 146,395 
2,856 2a 
184,656 146,395 
86,183 79,635 
270,839 226,030 
7,786 9,960 
37,922 31,414 
45,708 41,374 
225,131 184,656 
1977 1976 
($000) ($000) | 
131,744 ‘127,161 
10,149 «10,848 
73,499 50,000 
870 447° 
216,262 188,456 
88,075 «53,747 
5,495 3,314 
63,142 58,659 
200 
1,219 3,529 
45,708 «41,374 
4,739 3,347 
7,884 4,486 
216,262 188,456 


See accompanying summary of significant accounting policies and notes to consolidated financial statements. 


Consolidated Schedule of Long-Term Debt 


First mortgage pipe line bonds 
Due 1978 


54% Us. series—U.S.$5,/86,000...-............... 
Mm? Canadian series... ee. 
6%4% U.S. series—U.S.$790,000.................... 
b> Canadial Sefies ..... 2. ee, 


Due 1983 


5%4% U.S. series — U.S. $30,526,000. ................. 
Ss Conadian series... st ids, 


Due 1985 


5%% U.S. series — U.S. $17,621,000 ................. 


Due 1987 


6%% U.S. series —U.S.$69,600,000................. 


Due 1992 


PoC anadiaiseresA.  ................. 
B77 Canadian seriesB......... 2... eee 


Due 1993 


Be eCanadianseriesA ......_.. ........... 2... 
Be, Canadialserese ........... 04... 


Sinking fund debentures 
Due 1990 


FO CIES i‘ ar hh. 
Seseeso. 0 22 


Due 1991 


Up OE r—“‘“OéiOOCC? 


Due 1992 (Sinking fund commences in 1978) 


BeoseesD =... .... 22:00... 2.2 


Due 1993 (Sinking fund commences in 1979) 


Pe ecicse. ==... 2... 


Due 1995 (Sinking fund commences in 1981) 


Pe oceneSe = 


Due 1997 (Sinking fund commences in 1983) 


BeoseriesG 2 2)... 


Subordinated debentures 
Due 1987 


5.60% U.S. series — U.S. $14,583,000 ................ 
6 o5%Canadianseries.... 2. «2... 


Income debentures 
Due 1977 to 1981. 


Be escesAtOe =. ee 


Less —long-term debt due within one year 


Canadian $52,831,000 (1976 —$47,615,000)........... 


See note 2 to consolidated financial statements. 
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1977 
(3000) 


8 5,786 
et 1,308 
oo 730 
ee 311 


a 32,876 
rr 14,693 


ee, 19,006 
ee. 75,002 


2. 82,400 
ee 34,400 


- 56,844 
hm 8,880 


332,296 


44,660 
a 53,600 


2 43,660 
oe 90,838 
oe 91,800 
- 50,000 


2, 75,000 


449,558 


— 14,583 
oF 37,767 


52,350 


oe 40,000 


874,204 


ee 51,905 


822,299 


1976 
($000) 


11,594 
2,632 
1,246 

589 


38,498 
17,207 


21,428 
82,244 


88,450 
36,640 


60,215 
9,440 


370,183 


45,260 
54,695 


46,250 
93,088 
93,750 


50,000 


383,043 


15,277 
39,717 


54,994 


50,000 
858,220 


48,519 
809,701 


23 
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Summary of Significant Accounting Policies 


Consolidated Statements 


December 31,1 a 


Regulation — The Company, which owns a natural gas transmission at extending from the 2 Alberta-S 
border across the Provinces of Saskatchewan, Manitoba and Ontario and through a portion of the Proving 
is subject to the jurisdiction of certain regulatory bodies in connection with matters such as rates, 
operations and accounting. In addition, the Company is subject to the provisions of the Anti- Inflation Act. 

The Company shares equally in the ownership of Great Lakes Gas Transmission Company, a a al 
corporation. Great Lakes, which owns and operates a pipeline system extending from Emerson, Mani 
es ee ae Michigan to meri, ree Ralspe ne volume aes for the Com 


accounting and rate making pu rposes. 


Depreciation — The Company’ § provision for depreciation expense: is Calcul ona straig ne D 
reflecting the economic and physical life of the assets in service. It is the policy of the National Energy Be 
the recovery of undepreciated plant costs over the remaining service life of the assets as determined from: 
Depreciation is calculated using approved rates of 2%% for pipeline, 28 for COMES et dees 
transmission plant and various rates for general plant equipment. . 


Allowance for funds used during construction —An al lowance for funds u used during construction onhasbe 
plant, property and equipment at arate of 10.5% per annum. 


Unamortized debt discount and expense — These costs are amortized oe charges to expense over t e rel 
original life of the respectivei issues or as debtis retired.  . 


Arctic pipeline projects — The Company is amortizing Se curaulae ee for both the hear ihe Gas and Pc 
Gas Projects. Costs incurred to December 31, 1976 are being written off to operating expenses over three years 
recovered in cost of service. The Company will apply 0 the io te pans to ier advances subs quen 
that date of $5,495,000: on thesamebasis. _ oo y 


Capital stock expense — In 1977 the unamortized period: of ie stock expense icurredi in connecion with thei 
of $4.50 first preferred shares and $2.65 second preferred shares was written off to contributed surplus with 
approval of the National Energy Board. Previously, this Capital stock expense was BOE be 3 Conn E ee surplus 
the shares were purchased for cancellation or converted into common shares. 7 oh 


Deferred charges — other — Included in deferred charges — other are deierad costs of rancmiicsan by othe 
companies amounting to $7,007,000, which represent the difference between the actual transportation costs incurred 
and the authorized costs included in cost of service. As directed by the National ey Board, Hee Gelpiee costs | 
be included in cost of service in asubsequentrate application. | 
Also included are unamortized owning costs amounting to $1,929,000, which prea the halanee: of deterred: 
interest costs associated with the 1972 pipeline expansion program in northern elise These costs are being 
amortized to operating expenses, as approved by the National Energy ee ! : . . 
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Translation of foreign currency — Transactions originating i in foreign currency have been translated to their Canadian 
_ €quivalent using the rates in effect as indicated: 


Currentassets andliabiliies..... ............. year end rates 
Investment in Great Lakes Gas Transmission Company: 
Kommon shares...  .. .. rates in effect at dates of investment 
_ 0% interestinnetincome .... oo. .....monthendrates _ : 
Long-term debt due afteroneyear.............. greater of par or rate in effect on dates of issue 


: Net income per common share — Net income per common share is calculated using the weighted average number of 
common shares outstanding during the respective fiscal years. The calculation of net income per common share ona 
ully diluted basis assumes conversion of all securities and exercise of all rights which have a dilutive effect on earnings 


: Notes to Consolidated Financial Ste enis 


1 Capital Stock 7 
Changes in the number of shares outstanding during 1977 are set out in the table below. Consideration in excess of the 
_ par value of shares issued is credited to contributed surplus. 


Second Preferred 


Lo First Preferred Share Shares 
Common $2.80 $2./5 $4.50 $2.65 
; Shares — Series Series A Series B Series A 
Number of shares outstanding at 
_ January 1,1977 38,248,159 804,680 70,519 1,000,000 556,016 
ssued for cash under stock option plan | co9/72 ~~ _ 
Conversion of preferred shares 1,153,582 (38,041) (285,331) 
Purchase of preferred shares for 
— cancellation (21,859) (9,102) 
Number of shares outstanding at 
_ December 31, 1977 | 29,497,615 782,821 3324/8 1,000,000 261 ,583 


___ At December 31, 1977, 270,856 common shares were reserved for issuance upon exercise of options granted or 
_which may be granted under the terms and conditions of the Company’s Incentive Stock Option Plan. There were 
_ outstanding options on 263,453 shares under this plan at prices varying from $8.73 to $15.08, the last of which expires in 
1987. During 1977, options on 85,872 common shares were exercised for $870,000. 

The Company is required to maintain purchase funds for the $2.80 first preferred shares, the $2.75 convertible first 
_ preferred shares and the $2.65 convertible second preferred shares. Subject to certain conditions, the purchase funds 
_ are replenished annually on February 1 to an amount equal to 2% of the par value of the shares outstanding on the 
_ previous December 31. 
In the case of the $4.50 retractable first preferred shares, the Company is required on each February 1, from 1975 until 
1984, to credit the lesser of $1,500,000 or the aggregate par value of the remaining shares then outstanding to a 
_ Purchase fund for these shares. 
__ These various purchase funds are applied, subject to certain conditions, to purchase those preferred shares for 
_ Cancellation to the extent, if any, that such shares are available at a price not exceeding $50.00 per share plus costs of 
_ purchase. To date, preferred shares have been purchased and cancelled on account of the $2.80 first preferred shares 
_ and the $2.65 second preferred shares. 
___ In addition to the above purchase fund obligations, it is the intention of the Company to purchase for cancellation 
_ during each 12 month period ending January 31 to and including January 31, 1980, to the extent available at a price per 
_ share not exceeding $50.00 plus costs of purchase, an additional $1,000,000 aggregate par value of $4.50 retractable 
_ first preferred shares. 
__ The principal features of the preferred shares, all of which are cumulative and redeemable, are summarized below. 
The $4.50 first preferred shares also have a retractable feature which requires the Company, subject to certain 
_ Conditions, to invite tenders once during each six month period ending January 31, 1980 and January 31, 1985 for the 
_ purchase of all such retractable shares at $50.00 per share plus accrued and unpaid dividends. 


a0 


0 $134, 
Theaggreg : 


TransCanada PipeLines and Subsidiary Companies 


_5. Prior Period Adjustment — 1976 — Operation and Maintenance Expense 

In 1977, the Company recovered losses incurred in 1976 because of gas measurement problems at Empress, Alberta, 
_ the point of receipt into the Company’s pipeline system. As a result, previously reported net income for 1976 increased 
: BY ne: 856, 000, and basic and fully diluted earnings per share for that year increased by 8¢ and 7¢ ey 


6. Pending Proceedings 

Saskatchewan Power Corporation has caalenacs the jurisdiction of the National Energy Board with respect to a 1969 
_ gas contract with the Company. The Board has confirmed its jurisdiction in this matter, and later the Federal Court of 
_ Appeal upheld the decision of the Board. However, Saskatchewan Power Corporation has appealed to the Supreme 
_ Court of Canada. In addition, Saskatchewan Power has appealed to the Federal Court of Appeal the National Energy 
_ Board’s setting of rates to be charged by TransCanada for gas sold under the contract. 

___ In both of the foregoing appeals the validity of certain provisions of the National Energy Board Act has been brought 
_ into question. If the provisions of the National Energy Board Act are found to be invalid or to be more limited in scope 
_ than has been considered heretofore, the Company’s rates, tolls and tariffs may be regulated in a manner different than 
_ atthe present. In the opinion of counsel to the Company the National ere Board Actis valid legislation and the Board 
ie POP ey exercised its jurisdiction in ons rates. _ 


: 7 Foothills S yukon Project 
The Company is continuing its discussions with Foothills Pipe Lines (Yukon) Ltd. in connection with its proposed 
participation i in the Foothills - Yukon Project. 


Auditors’ Report 
PEAT, MARWICK, MITCHELL & Co. 
CHARTERED ACCOUNTANTS 
Commerce Court West 


P.O. Box 31, Commerce Court Postal Station 
Toronto, Ontario 
M5L 1B2 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of TransCanada PipeLines Limited as at 
December 31, 1977 and the consolidated statements of income, retained earnings, contributed 
surplus and changes in financial position for the year then ended. Our examination was made 
in accordance with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of 
the company as at December 31, 1977 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada fete Hearn ihe PALL « G . 


January 26, 1978 Chartered Accountants 


Zt 
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Five Year Summary 


1977 1976 1975 1974 1973 
Income (in thousands of dollars) 
Operating Revenues 
CaS See $1,851,644 $1,482,957 $901, 16% $561,255 $ 430,382 
Gas transportation and other oo ie ee 18,681 16,180 19.222 6,687 ) 6,421 
1,870,325 1,499,137 920,389 567,942 436,803 
Operating Expenses 
Cost of gas sold, gathering charges and acquisition 
ee ea 1,447,720 1,108,613 601,013 316,691 227,269 
Transmission by othercompanies.....0...0.0..... 96,181 95,987 78,066 60,767 60,856 © 
Operation anadmaintenance nn sso eee sa 56,719 52/035 37,844 27,9ts 22,673 
Oe eee ee Te Es 65,098 48 508 27,244 16,697 te 624 
DEDFECANON a ah ecm 49,252 47,853 39,136 34,463 28,344 
Taxes-—provincialandimunicipal an 12,594 11,209 9,236 7,462 5,760 
1,727,564 1,364,205 792,539 463,995 357,426 
Operating INCOME Note 142,761 134,932 127,850 103,94 19,377 
Other Income | 
Equity in net income of Great Lakes Gas 
‘Transmission COmpAany oe 9,411 8,329 6,670 6,098 6,022 
OCINERIRCOME (NED oO ge 6,520 6,604 2Zett SOT 12,071 
Income before tinanctal'charges 158,692 149,865 136,731 115,058 97,470 
Financial Charges (net) oe, 72,509 70,230 70,434 69,476 57,958 
Netincomeforthe Year... oo ee, 86,183 79,635 66,297 45,582 39,51 2 
Provision for dividends on preferredshares......... 7,860 10,456 13,863 T2109 11,508 
NetIncome Applicable to CommonShares......... $ 78,323 $ | 69,179 $ 52,404 $ 33,463 $ 28,004 
NetIncome per Average Common Share 
Basie Can OU UN OO CGN OLE nein) > 2.01 $ 192 $ 165 $ Tay $ 1.01 
Ue $ 1.95 $ 1.79 $ 1.45 $ 703 ve 
Dividends declared, percommonshare............ $ .97 $ 85% $ .69 $ 48% $ 6333 
Dividend payout ratio, common shares............ % 48.26 oo 44.66 fo. 41 82 % 41.31 % 33.00 
Funds provided from operations... 6.0. $ 131,744 $127,161 Ss t05:220 $ 73,664 US e eA 00" 
per average common share $ 3.38 $ 3.52 $ aot $ 2.5% $ vane 


Balance Sheet (in thousands of dollars) 


Plant, property and equipment—gross............. $1,720,910 $1,637,789 $1,588,754 $1,555,506 $1,449,925 
Su 1,362,640 1,322,662 NS 1S,545 1,314,992 1,240,782 
Annual additions oe i ne ae ak 88,075 53, (47. 38,435 108,578 194,743 
LONG-{ENT GeOt  eaNe 822,299 809,701 819,797 820,075 861,335 
Shareholders’ equity—total..................... 605,623 567,971 535) 762 508,391 440,179 
COMMON ae 501,779 446,411 617, (55 276,903 228,461 
—per common share atyearend . . 12.71 VAN re 9.93 8.91 8.20 

Statistics 
Miles of pipeline—including loopline.............. 5,800 5,720 5,678 5,678 5,367 
COMpressor HOrsepowen Ye 951,490 951,490 950,690 950,690 944,390 
Gas delivered for sales and transportation—annual... . 1,170,343 1,127,982 1,100,550 1,096,410 1,055,618 
(in millions of cubic feet) —maximum day 3,819 3,741 3/431 Boat 3,394 
Number of employees—average . i \ 1,590 1,541 1,460 1,460 Tat 
Common shares outstanding—yearend........... 39,487,613 38,248,159 32,005,509 31,077,790 27,859,257 
SAVEKAGE 39,028,618 36,117,610 31,746,810 28,687,701 27,781,065 
Number of shareholders, December 31............. 27,341 25,454 24,244 24,302 24,984 


Note: The above FIVE YEAR SUMMARY excludes the extraordinary gain of $12,461,000 realized in 1973 on the sale of TransCanada Petroleums , 
Limited, reflects the three-for-one split of common shares effected in June, 1974 and a restatement of 1976 earnings increasing net income by — 
$2,856,000, 

Shareholders and others desiring information on TransCanada PipeLines may obtain a ten year summary by requesting a copy of the booklet | 
“Operating and Statistical Information 1968-1977” from Mr. H. N. Nichols, Vice President and Treasurer, TransCanada PipeLines, P.O. Box 54, | 
Commerce Court West, Toronto, Ontario, M5L 1C2. 


Compressor Station 1 36, 
Grafton, Ontario 


aS SRD eis anton 


Corporate Information 


Executive Office 
P.O. Box 54, Commerce Court West, 
Toronto, Ontario, M5L 1C2 


Head Office 
407 Eighth Avenue S.W., Calgary, 
Alberta, T2P 2M7 


Subsidiary (Wholly Owned) 


International PipeLine 

Engineering Limited 

Acompany Carrying on the business 
of engineering, design and 
supervision of construction of 
pipelines and associated facilities. 


Affiliate (50% Owned) 


Great Lakes Gas 

Transmission Company 

A Delaware company owning and 
operating a pipeline through the 
United States from Emerson, 
Manitoba to Sault Ste. Marie and 
Sarnia, Ontario. 


Common Shares 


Transfer Agents 
Montreal Trust Company, Montreal, 
Toronto, Winnipeg, Regina, Calgary 


yy Vancouver. Citibank, N.A., New 


Z : convertible ec nd preferred shares 
_seresA. 84 

Transfer Agent and Registrars. 

$2.80, $2.75 and $2.65 National Trust 
- Company, Limited, Montreal, — 


Toronto, Winnipeg, Calgary and 
Vancouver. 

$4.50 Royal Trust Com pany, 
Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver. 


‘Registrar U. S. Genes ees 
_. §.60% subordinated crete. 
_ Citibank, N.A., New York. - 


Bonds 


Trustee 
National Trust Company, Limited, 
Toronto. 


Registrar Canadian Series 

52%, 6%4% and 6%4% first mortgage 
pipeline bonds, National Trust 
Company, Limited, Montreal and 
Toronto. 

84% and 8%% first mortgage pipeline 
bonds, National Trust Company, 
Limited, Montreal, Toronto, 
Winnipeg, Calgary and Vancouver. 


Registrar U.S. Series 

5% %, 54%, 54%, 64% and 6%% first 
mortgage pipeline bonds, Morgan 
Guaranty Trust Company of 

New York. — 


Sinking Fund Debentures 


Trustee 
Crown Trust Company, Toronto. 


Registrar 

10% series A, 954% series B, 9% series 
C, 8%% series D, 9% series E, 112% 
series F and 9.60% series G sinking 
fund debentures. Crown Trust 
Company, Montreal, Toronto, 
Winnipeg, Calgary and Vancouver. 


Subordinated Debentures 


Montreal Trust C Company, Toronto. 


 RegistrarCanadianSeries _ 
5. 85% subordinated debentures, 


py 
TransCanada PipeLines 


